Department’o ,tﬁéITreasury:ﬂ
P.O0. Box: 2508'- EP/EO
Clncinnati, OH 45201

Internal Revenue Service
Director, Exempt Organizations
Rulings and Agreements

Employer;Idéntificatioh Number:

Contact: Telephone Numbers:
Phone
FAX:

Dear ir or Madam:

e L= considered your application for rucognltion of exemptlon from
Fedr: 1l income tax under the provisions of section 521 of the Internal
Reve: e Code of 1986 and its applicable IncomefTax Regulations. Baged
on tic available information, we have determined that you do not

gqual !y for the reasons set forth on Enclosure I, :

Cons  leration was given to whether you qualify for exemption under
othe - subseorions of secrion 501(c) of the Code. However, we have
conc .dad that vou do not qualify under another subsection.

¥ organization has not established exenptlon from Federal income

Ag
tax, it will ke necessary for you to file an. annual income tax recurn
on ¥ m 1041 if you are a Trust, or Form 1120 1f you are a corporatlon

or « uninceorporated asscciation.

in agreement with our proposed denial, please sign and

If v u are
" Consent to Proposed Adverse

;v one copy of the enclosed Form 6018,

You ! :ve the right to protest this proposed determination if you
beli- "e it is incorrect. To protest, you should'submit'aiwritten
i giving the facts, law and other informatiocn to support your

apps
posi'ion as explained in the enclosed Publication 892, “Exempt —
Orga ‘zations Appeal Procedures for Unagreed Issues.” The apuea; must
be ¢ ‘mitted within 30 day" from the date of this letter and must be
sigr . by one of your principal officers. You may request a hearing
with member of the office of the Regional Director of Appeals when
you le your appeal. £If a hearing is requested, you will be

cont ‘ted t»o arrange a date for it. The hearing may bz held at the
Regi .al Cffice or, if you request, at any mutually convenient

Dist 'ct Office. If you are to be represented by someone who is aot
one I your principal officers, he or she must file a proper power of
attc ey and ctherwise qualify under our Conference and Practice

Requ. -ements as set forth in Section 601.502 of the Statement of

Proo .ural Rules. See Treasury Department Circular No. 230.




your power of attorney.

If we do not hear from you within the time's ied, this will become
our final d=atermination. SRR RN I

Dlrector, E\mmpt Organlzatlons
Rulings and Agreements

En-insures

w
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FACTS

_ was incorporated
erative Corporation Act ‘as set forth in
The Articles. of chorporat:.on state
. e organization was iormed to engaae *_m any lawful business
n- assary or desirable for the purposes: -of'promoting, * fostering and
inte=lligent and crderly harvesting, c’ustnburmg and
m. nets of A products through cooperation. Furthermore,
ti.. organiza!ion will engage in any and all: activities that may be
. . lucive to the attainment of its purposes . including marketing,
i ling, prescrving, havvesting, drying, prOCe_ss:.ng, manufacturing,
conning, pavking, groding, storing, handling or: utilizag any
‘wd or delivering to it by~ its members. Article IV of

er ~ouraging the

p oducta produac

t: . Articles f  lncorporation state that . the  organization is a
me bership organization and will be ooerated"for the mutual benefdt of
i+ membe:r : «n 1 cooparative service-ate cost “bagis as well as
d- c.ributing profits on a patronage bas:ts.

A; lication ¥oam 1028, Application for :’ecognx.ticn of Exemption under

S dionm 521 ¢ the Internal Revenue Code, was submitted byl or

You indicated on your Form 102 8 that you will enter

ualuln" members to harvest- ~in * the
of -, in accordance with an anmual cooperative

peL ssued by the _
1so stated 'h'x“ thw harvested - will be processed and sold

1: “ and that your members are prohibited from commercial 4NN
- qiR ou:sidc of @SR Furthermore, you stated that you plan to

.1 with both mambers and non-members and. that you planned to pay

<2

¢ ronage. dividends hmwaver, rhey would not be. distributed to members

a:..i non-mcmbers o L sams basis. Finally, on Page 3 of Form 1028

y. . stated that mre WOmztho ig limited to individuals holding limited
State of

“ry permits issued by the te S
~ narvest in Gfand that membership

nor terminated during. the season.

was submitted by — power of attorney on

stated in your letter dated _ that
' license issued by
The cooperative
members to harvest the in the
en behalf of all of its members. You also
: occurs in the which 1is a
: 3 ‘*ody of water and no one else may commercially
“hisg i ‘members are permitted to The
o,y ::: orves - d ens where processors pull them from
& ocome lavor prla!

<

P
(4]

live

and put into




A n2cond letter of additional mfomatlon was submltte by your power
of attorney on the Afollowlng informatior. was
in-luded. Individual permit holders mustimake.a . detcrmlnatlon on or
bs lore of each year regarding whether or not” to beccme a

m mber aand participate in  the cooperative ! Those
A that decide to participate in’the cooperative harvesting
L2go ! right

Members
enhancement tax which is
The tax revenues are

required to contribute a
as required under State law.

nach
o of the harvest

zed by the

» 'members invest
season and in maintenance of

.

M.Pbmitted-by your power
SN sl pllowingf information wzz
for o mcnitoring " : 'enhanc ing, and

¥ ally, a third letter with attachments was

o: attorney on #§
‘luded. @ i: responsible
moting the perpetuation and enhancement.

N
-

v ok Code provides that farmers' cooperatives exempt
! . to extent provided in subsection (a) thereof are
i"mer" , trnlt gre s, or like associations organized and operated on
» ooperative bacin ‘v the purpose of marketing the products of members
¢ orher producers, ...i tuming back to them the proceeds of sales, less
t:.: necessary marketim .penses, on the basis of either the quantity or
£1 o valuz of uduﬂ‘_ urnished by them, or for the purpose of
1 -chasing sup 3 ; pment for the use of members or other
. sons and turning oVer supplies and equipment to them at actuai
¢ st plus necessary eXpences.

tion 1.521-1(a) of the Income Tax Regulations states that cooperative

. sociations engaged in the marketing of farm products for farmers,

i11lt growars livestoc‘ growers, dalrymen, etc., and turning back to

O Droducers the roceeds of the sales of their products, less the
e

v, -egsary operating expanses, ou the ba51s of elbher the quantlfy or the

rn

[




‘value of the products furnished by them; are;exbmpt from- inccme ‘tax
.exuept as otherwise provided in section. 522 or. Part 1, subchapter T,
chaprer 1 of the Code. Section 1.521- l(d} £ the regulatlons ‘provides
.that cooperative organizations engaged. i ‘ quml
those of farmers, fruit growers, and the 'li

Rew  Rul. 64-246, 1964-2 CB 154, ﬂrovzies;that_an association that is
enc iged in coopera*lvely marketing fiih. pr'du' d by its. nmmbers and
othor patrons in privately-owned waturs, 14
oruanization compo”ed of producers of ' "farm- ralsed flsh"fwhlch are,-in
otli.r words, farm products. Alternatively,Rev.: Rul ;. 55-611,, 1955-2 CB
270, provides that an associaticn which purchases supplies and equmeht
for its members who are fishermen is not ociat 'ofifarmerS-or
friuit growers, or a like associatlon; withinithe meani; n
521'b) (1) of the Internal Pevenue Code “of 7193 :
Fe¢ .o ral income tax under such section,

1n .inset Scavenger Compuny, Incorporated v Commisﬂibnéf,asé Fed (2d)
45, Ct. D, 1190, C. B. 1937-1, 202 at 204.. The court stoted: . @,

"we  believe, as the Commissioner conténds,i that under_ the

i rinciple of ejusdam generis, the words  "like associations" are
-:mited by the words "farmers" and?®fruit grdwers"7amd,as thus
‘mited mean only such associations ma

i :oducts, or purchase supp’ies and equipment:-

- ngaged in producing agricuii.ral prodgcﬁs’ ‘

Rev. Rul. 55-€11 also states that an association ‘which is not c:mposed
of ! imers, fruit growers. or persons. engaged in’ similar pursuits is not
exe L under section 521 of the Code unless,lt could be. concidered a
~"li-»  association" within the intendment -.0f. that -sectlon. The
prb.Ls&oqs of - any State laws are not controllmng in. determlnlng status
for ederal income tax purpoae¢ See Munro L.. Iveth v. Hoey,” 305 U. s,
188, Ct. D. 1.“7'0, C. B. 1838-2, 208. Co : ' L ;

Rev. Rul. §7-422, 1967-2 CB 217, states.that. in .Dr. P, Phlll+ps
Coc;~ra’iva v. iosioner, 17 T.C. 1002 (1951), the Tax Court of the
Uni' 4 States hel 1w one who merely purchases a ripe crop at harvest
woui | not be a producer within the meaning of what .is now section 521 of
the ’"ode, since he fails to take the risks and resnon51b111t1°s of the
own': of a growing crop. Thus, a person is a producer if, as an owner or
ten.:t, he bears the risks of production,. ‘cu*tivates, operates, or

: gain or profit-in short, if he is engaged in the
iness of f3‘m~ng A person who rccelves a rental: (either in

cas: or in kind) which is based upon farm productlon is quaqed in the
tra or business of '?mlng, and hence is a producer. ‘Generally, a
per o who receive a fixed rental or othexr fl/ed compensation (without
ref: ' 2nce to production) is not a producer. - : : : -

lar»fron>‘
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TAXPAYER’S POSITION

You consider your activities to be essent:.a‘ly a fa"mlng opﬁratmn

bersuse GNP are horvested from a finite area and “can only be
harvested at the times and in the specific.location _de‘t;e:mx;.ed by the

Y also stated in your letter dated ‘that:although you
dr. not harvest ”on privately owned landg,; your type of operations
a1 very far removed ftrom the historical methods

NS . to the fact that you have a lmxted number of

ha:vegters in a defined area.

_ that
n, that they harvess the
: use them: on'-an asg-nscded

ba:is.  You further indicated that ll\can. be viewed as someone who

heo invested in the right to harvest a'Crophlefore it is even planted
bears the risk of productlion. You further. ‘stated that your
‘Finally, vyou
where
land_owned by the
u51ve right

‘thermore, you stated in your letter date
ve o members differ from commercial
ai cated amount, store

an : who thugz
me: i ers bear the risk of JEEEEGGNGE levels: in
t . 2d that your mombers do not own the bed of t:he
tt S are harvested, <he area is

t -2 of “ however, the organization does
du- :ng a¢ified periods to harvest thei

CC:. LUSION

Yo o oryganization’s members are harvesting _ in non-privately
ow 4 waters Your members do not bear the risks of production, nor
de  uey operate or manage a faim, therefore, your members
ar- not sidered producers under the relevant law. In fact, there is
;¢ irop to harvest.  The <l that are harvested are wild salmon
th © are not “grown” by your members, nor. ‘are they- "grown” by anyone

While there 1s scme enhancement by various. organizations of the
: ” there is no evidence to link theJiiR
catch to the ¢l that are enhancel by the various
‘our members are analogous to the individuals in the
orerative cass cited above in  that they have
¢ to take a ripe crop, (NN, 2t harvest and
not producers. Your organization is not an association
fruit growers, or a like association w1th1n the meaning

oy

ngly, you do net qualify For e\:emptlon as "an organlzatlon
i zection 521 of the Cede. :




@Zﬁm, § ?1,%83) ! Depa.iment of the TreasuAryf,-‘)‘fjl'hte_r:nal’ 'Révenq‘e_Se'rvic'eh
S | Consent to Proposed Adverse Action”.

! (All references are to the__tlgtemal Revenue Code) -~
Case iumber v Date of Latest Determination Lette '
Emplo. 2r Identification Number Date of Proposed Adverse {}g’tionﬁl_‘e_tter,;’f'_ o

Name snd Address of —6?§'éniz'atio-r—1"

P

Name -

Signat.

Catalo:

-~ il of exemplion

Lansent 1o the proposed adverse action relative to the at.ove organization as show. below. |
nderstand thalif Section 7428, Declaratory Judgements Relating to Status and Classification of

);guniz_nhcms under Sccticn 501(c)(3), etc. applies, | have the right to protest the proposed
rlvesseacuun ) o .

PR BN R

HATURE OF ADVERSE ACTION

s S - v 4

ncation of exemplion, effective

theation of exemitian from se “on 501{c)( ) to section 501{e)( ),'effective

sicabion as a private feundation Jdescribed in section 509(a), effective ***+

sfication as an private operating foundation described in sections 509(a) and 4942()(3), effective for

ssification as an organization described in section 509(a)( ), effective . . o

siicehon as an orgamzation descnbed in section 170(B)(1)(A) ), effective

you agree Lo the adverse action shown above, please sign and return this consent. You should
ep a copy for your records. N

" you sign this consent before you have exhausted your administrative appeal rights, you may

se your rights o a declaratory judgement under section 7428.

(Signature instructions on Back)
Jrganization: ’

rand Tiia Date
and Title Date

B TaYale

30000 ' ' Form 801*‘ CG (Rev. 8-83)




Appeals Office Depaitment of the Treasury

Person to Contact

Emplovee D {<umbervillll e

~
i

efer Re¢ ﬁ% to:

In Re:
EO Det armination

We have considered your appeal of the adverse action proposed by the Direbtor,
Exernpt Organizations. The paragrap!*(s) checked below indicate(s) our decision.

(X) Your application for tax exemption from Federal income tax undar section of
the Internal Revenue Code is:

() approved. You will receive a «eparate determinatior letter.
() modified.
(X) denied or () revokead.

() You are not a private foundation as defined nnder code section 509(a).

(} You are an operaiing foundation as described in code section 4942(j)(3).

() You have no liahility for excise taxes under sections4401 and 4411 for the above tax
petiods, '

() Your liability for excise taxes under IRC section(s) for the above year(s) was properly
grorted on yeur return(s).

() There is no change to your unrzlated business income tax liability as reported for the
above year(s).




You may direct questions about the decision to the Appeals Officer whose name and
telephone number are shown above. ;

i

Sincerely, .

Appeals Team Manager

*
H
-
L
}




